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Abstract—The achievement of value of the firm may effect 
positive impact, both internal and external’s company. The 
purposes of this research is to analyze the effect of good 
corporate governance (managerial ownership, independent 
commissioner, and audit committee), and company’s 
characteristics (size and return on equity) to Tobin’s Q as firm 
value measurement.  
The sample which is used in this research banking 
companies listed at Indonesian Stock Exchange on period of 
2008-2010. This research is using purposive sampling method 
to determine the sample and resulted 20 companies as research 
sample. Multiple regression model and statistic descriptive is 
used to analysis data. 
 The result indicates that first, good corporate governance 
does not effect firm’s value. (1)Managerial ownership has 
negatively effects firm’s value, (2) independent commissioner 
has negatively effects fimr’s value, (3) Audit committee has 
negatively effects firm’s value. Secondly, company’s 
characteristic has positively effects firm’s value, 1) Size has 
positively effects fimr’s value, (2) Return on equity has 
positively effects firm’s value. 
 
     Keywords—Good Corporate Governance, Company’s 
Characteristics, Firm’s Value  
 
I. INTRODUCTION 
Globalization encourages competition becoming more 
fiercely. Therefore, companies are constantly trying to 
improve performance as reflected in the value of the firm. 
Value of the firm is important for the company because the 
firm main object is to increase the value of the firm itself. 
The higher price of the stock means the higher the value of 
the firm. High values of the firm become the desire of the 
owners for the company, because with high value showed a 
high shareholder wealth. Wealth of shareholders and the 
company was presented by the market price of shares is a 
reflection of the investment decision, financing and asset 
management. This is in line with the opinion of Salvatore 
(2005) which states that the primary goal of companies that 
have go public is to increase the prosperity of the owner or 
the shareholders by enhancing the value of the firm. 
Increasing the value of the firm can be reached if 
there is cooperation between the management company and 
other components include shareholders and stakeholders in 
making financial decisions with the aim of maximizing the 
capital. If the actions of managers with the other 
components are running a match, the problems between the 
two components are not going to happen. It required a 
control from the outside where the role of monitoring and a 
good supervision will direct the goals as appropriate to 
maximize the value of the firm. 
The firm's value is closely related to Good Corporate 
Governance . It is because the goal is to maximize the value 
of good corporate governance to enhance the prosperity of 
the firm shareholders. Suprayitno, et al (2004) found that the 
implementation of good corporate governance can inspire a 
healthy improvement of corporate governance in Indonesia, 
both in the corporate environment in general and in specific 
sectors or banking institution, and it could be a study in 
management education institutions. Suprayitno, et al (2004) 
also explained that from the perspective of the company as a 
business entity, the expected goals through the 
implementation of good corporate governance are to 
maximize the value of the firm for shareholders. This aim is 
achieved through the firm efforts in providing maximum 
performance, both financial performance and other business 
performance through the aspects of fairness, transparency, 
accountability, and responsibility. 
According to a study conducted by the World 
Bank, the weak implementation of the corporate governance 
system is one of the determinants of the severity of the crisis 
in Southeast Asia (The World Bank, 1998 in Sam'ani, 
2008). The vulnerability could be seen from the lack of 
reporting of financial performance, lack of supervision over 
the activities of management by the Board of 
Commissioners and the Auditor, and the lack of intensive 
external to encourage efficiency in the company through a 
fair competition. The weakness implementation of good 
corporate governance which is the main trigger of the 
various financial scandals in business. Many people are 
beginning to think that the application of good corporate 
governance became a necessity in the business world as a 
barometer of a firm accountability. 
System of good corporate governance helps to create a 
conducive relationship between the elements and can be 
accounted for in the company (Board of Commissioners, 
Board of Directors, and shareholders) in order to enhance 
value of the firm. Good corporate governance is motivated 
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by the concept of agency theory is expected to serve as a 
tool to give confidence to investors that they will receive a 
return on the funds they have invested. 
Relationship with the firm profitability is explained Mai 
(2006) that profitability is an important indicator for 
shareholders and potential investors to measure the firm 
ability to earn net income related to the dividend. A high 
rate of return reflects a good performance so that managers 
at the firm future prospects are also good. Thereby, the 
higher of gains, the company value is higher too.  
Firm size suggests the company has developed so that 
investors will respond positively and value of the firm 
increases too. Thereby, the higher size of the company, the 
higher value of the firm. Large companies will be easier to 
access funding through capital markets (Rahmawati and 
Baridwan, 2006). This convenience is good information for 
making investment decisions, which can reflect the value of 
the firm in the future. 
This study will focus the discussion in the direction of 
influence between good corporate governance and the 
characteristics of the firm to value of the firm at the banking 
company listed on the Indonesian Stock Exchange 2008-
2010 period. In this study, good corporate governance 
variables are used to measure the size of  Managerial 
Ownership, the Independent Board of Commissioners, 
Audit Committee, as well as company characteristics were 
measured by Size and Profitability (Return on Equity). The 
data of this study using the firm data bank as the banking 
company is an attractive institution for examination. The 
banking industry has more stringent regulations than other 
industries, for example, a bank must have the minimum 
CAR criteria. Bank Indonesia was using the financial 
statements as a basis for determining the status of a bank 
(whether the banks are healthy or not). Therefore, managers 
have an incentive to make profit for management they can 
fill the criteria required by the BI (Rahmawati and 
Baridwan, 2006). 
Based on the description above, the researcher is 
interested in doing research with the title "The Effect of 
Good Corporate Governance and Firm Characteristics to 
The Value of the Firm of the Banking Companies Listed on 
The Indonesia Stock Exchange." 
 
II. LITERATURE REVIEW AND HYPOTHESIS  
1. Good Corporate Governance, Firm Characteristics and 
Value of the Firm 
Two main theories associated with the good corporate 
governance is stewardship theory and agency theory. In a 
further development, the agency responded to a broader 
theory because it is considered more reflective of reality. 
Definition of good corporate governance by the World Bank 
are the rules, standards organizations in the field of 
economics that govern the behavior of company owners, 
directors and managers as well as details and description of 
duties and authority and accountability to the investors 
(shareholders and creditors). The main purpose of the good 
corporate governance is to create a system of control and 
balance (check and balances) to prevent the misuse of 
company resources and continue to promote the growth of 
the company. 
Forum for Corporate Governance in Indonesia (FCGI) 
defines Corporate Governance as a set of rules that define 
the relationship between shareholders, managers, creditors, 
government, employees, and the internal and external 
stakeholders with respect to the rights and obligations, or 
with words another system that directs and controls the 
company. In business circles, in general, good corporate 
governance interpreted as good corporate governance. Good 
corporate governance also be interpreted as a system to 
regulate and control the companies that create value-added 
(value added) to all stakeholders (Sam'ani 2008). 
Characteristics are the identity of the company or the 
inherent nature of a business entity that can be viewed from 
several aspects, including the type of business or industry, 
ownership structure, level of liquidity, profitability and firm 
size. In this study the characteristics of firms that are used 
include the level of profitability and company size. 
The main purpose of the company according to the 
theory of the firm is to maximize wealth or firm value 
(Salvatore, 2005). Maximize the value of the company is 
very important for a company, because by maximizing the 
value of the company means to maximize shareholder 
wealth which is the main purpose of the company (Euis and 
Taswan, 2002). According Wahyudi and Pawestri (2006) 
value of the company is willing to pay the price the 
prospective buyer if the company is sold. 
Value of the company is investor’s perception of the 
firm success rate is often associated with stock prices 
(Sujoko, 2007). High stock prices that make the firm value 
is also high. High value of the company will make the 
market believe not only in the firm current performance but 
also on the firm future prospects. 
Financial ratios used to determine the market value of 
the investor company. Ratio may give an indication for the 
management of investors' assessment of corporate 
performance in the past and future prospects. There are 
several ratios to measure the market value of the company, 
one of Tobin's Q. The greater the value of Tobin's Q ratio 
indicates that the company has good growth prospects and 
has a greater intangible asset. 
 
2 Hypotesis Developing 
The owners of shares by management companies has 
seen to align the potential divergence of interests between 
shareholders and management (Siallagan and Machfoedz, 
2006). So agency problem will be disappeared if a manager 
is also as an owner. Animah (2008) and Susanti et al (2010) 
state that managerial ownership has a positive effect on firm 
value. The greater proportion of management ownership in 
the company, the management tends to be more active for 
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the benefit of shareholders who incidentally are himself so 
as to enhance shareholder value. 
H1 = Managerial ownership positively effects to the value 
of the firm 
Independent board of commissioners is a proxy for an 
independent commissioner. It is based the idea that the 
higher the proportion of independent commissioners in the 
company, the board is expected to perform supervisory tasks 
and provide advice to the board of directors effectively. 
Therefore, the existence of an independent commissioner 
could lead management to work better, so that it can provide 
added value to the company. This is consistent with research 
Herawaty (2008), and Animah (2008) which states that an 
independent commissioner, the research states that the 
proportion of independent commissioners had no significant 
effect on firm value, so it can be said that the independent 
commissioner is not able to moderate the relationship with 
the company's financial performance. 
H2 = independent board of commissioners positively effects 
the value of the firm 
Audit committee is a committee established by the board 
of commissioners to perform the task of supervising the 
management of the company. The existence of audit 
committees is very important for the management of the 
company. The audit committee is a new component in the 
system of corporate control. The number of members of the 
audit committee should be tailored to the complexity of the 
company with due regard to effectiveness in decision 
making. 
According Siallagan and Machfoedz (2006) The audit 
committee in its role of observing and monitoring the 
company positively affects the value of the company. In line 
with this research and Animah (2008) also found that audit 
committee size proved to be positively related to firm value. 
As against that, Susanti et al (2010) found that there was no 
effect of the existence of audit committee and firm value. 
H3 = Audit committee positively effects the value of the 
firm 
Size, generally the larger the company the greater the 
activity. Thus, firm size can also be associated with the 
amount of wealth owned by the company (Animah, 2008). 
The large size of the company shows the company has 
developed so that the investors will respond positively and t 
value of the firm will increase. A number of research studies 
conducted as Soejoko and Soebiantoro (2007), Herawaty 
(2008) and Animah (2008) states that there is a significant 
positive relationship between firm size with the value of the 
firm. In some research suggests that large companies will be 
easier access to financing through capital markets. This 
convenience is good information for making investment 
decisions, which can reflect the value of the company in the 
future. 
H4 = Size positively effects the value of the firm 
Profitability is the net profit level that can be achieved 
by the company at the time of running the operation. Profit 
worth distributed to shareholders is profit after interest and 
taxes. The larger the profits the greater the company's ability 
to pay its dividend, and this affects the company's increase 
in value. According Soliha (2002) in his study showed that 
high profits will provide a good indication of the company's 
prospects so that could lead investors to participate in 
increasing demand for shares. 
H5 = Profitability (Return on Equity) positively effects the 
value of the firm 
III. RESEARCH MODEL AND SAMPLE 
1. The Research Model 
The problem examined in this study is whether 
good corporate governance and firm characteristict affects 
the value of the firm. The independent variables are good 
corporate governance (managerial owerrelationship, 
independent board of comisioner and audit committe) and 
firm characteristict (size and Return of equity). The 
dependent variable is value of the firm is controlled with 
other firm characteristics variables, which are size, listing 
status, auditor status, industry and dispersed ownership 
level. Those variables are used because they have been 
empirically tested as having effect on disclosure level in 
many studies.  
2. Sample 
The data used in this study were collected from the 
banking company's annual report for the period 2008 to 
2010 in the Indonesia Stock Exchange through 
www.idx.co.id, Indonesia Capital Market Directory (ICMD) 
and from the site of each sample firms. The number of 
banks sampled in accordance with the criteria of 20 banks 
over the years from 2008 to 2010. 
3. Measurements of Variables 
1. Managerial ownership 
 The number of shareholder by board directors and   
borad of commissioner. A major shareholding in terms 
of economic value has an incentive to align the conflits 
interest (Herawaty, 2008). 
2. Independent Board of Commissioners 
 Independent board of commissioner is described with 
the proportion of the total number of independent 
commissioner’s board of the company (Carningsih, 
2009). 
3. Audit Committee 
 According to Nasution and Setiawan (2007) The audit 
committee is measured by the number of audit 
committee members. 
4. Size. Company size is defined as log (book value of total 
assets (Nasution and Setiawan, 2007) 
5. Profitability (ROE) 
 Profitability proxied by Return on Equity (ROE). 
According to Mai (2006), ROE is the ratio of net profit 
after the tax to equity. 
6. Value of the firm 
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 Measurement of value of the firm is using Tobin's Q. 
According Herawaty (2008), Tobin's Q can be 










Q   = value of firm 
MVE  = Equity Market Value 
BVE   = Equity Book Value 
D   = book value of total debt 
4. Data Analisys Method 
Data analysis techniques used in this study is 
multiple regression analysis. Multiple regression analysis is 
a statistical technique through the coefficient parameter to 
know the size of the effect of independent variables on the 
dependent variable. Tests of the hypothesis either partially 
or simultaneously, was conducted after a regression model 
that used free of violations of classical assumptions. This is 
due to studies designed to determine the direction, influence 
and power relations of the independent variable on the 
dependent variable. The basic model can be formulated as 
follows: 
Firm_value = β1 MO+ β2 IC + β3 AC + β4 Size+ β5 ROE+ ε 
Explanation :  
Firm_value : Dependent variable value of the firm 
MO: Proportion of managerial ownership  
IC: Proportion independent board of commissioner 
AC: Amount of audit committee 
Size: firm size   
ROE: Return On equity 
β0 : intercept 
β1 ,…., β6 : regression coefficient 
ε   error 
 
IV ANALYSIS AND RESULTS 
1. Descriptive Statistics 
In order to test the effect of company characteristics, 
including corporate governance (managerial ownership, the 
proportion of independent board of commissioners, audit 
committee) and firm characteristics (firm size and 
profitability) to the value of the firm, then use the frame of 
this study population (population frame) all banking 
companies listed Indonesia Stock Exchange. Based on the 
sampling criteria for the research that has been presented in 
previous chapters, the company earned 20 banks listed on 
the Stock Exchange as the study sample. 
Furthermore, when seen from the minimum, maximum 
and average (mean) and standard deviation (δ) of each study 
variable. Variables used in this study is good corporate 
governance (managerial ownership, the proportion of 
independent board of commissioners, audit committee) and 
the characteristics of the company (firm size and 
profitability) as well as the value of the company. The data 
used in this study for each of the variables obtained from 20 
samples of the company multiplied by the period of 
observation (3 years ie 2008-2010) the amount of data 
obtained by 60. 
Based on the data, it can be presented a description of 
the data obtained. From the results of calculations with 
SPSS version 16.0, provide a general description of each 
variable. The following is a descriptive statistical results of 
the data used in this study. 
Of the 20 samples is a value smallest company the 2008-
2010 period is 0.11 and the value of the largest companies is 
2:45. An average of 20 value of this company is 1:40 with a 
standard deviation of 0.62. Average variable managerial 
ownership and independent board of commissioner 
composition and the number of independent audit 
committee’s respectively 1.78 and 0:38 and 3:08, while for 
the standard deviation for the three variables that are proxies 
of good corporate governance, respectively 5.33 and 0.09, 
and 0:46. The average size and profitability (ROE) are Rp 
3,515,831,608,284, - and 12.89, while for the standard 
deviation of Rp 6,865,839,007,752, - and 7.61. 
 
2. Regresion Analysis 
Regression is a functional relationship between one or 
more dependent variables with independent variables, in 
order to know the value of the average expect on the 
dependent variable is the influence of independent variables. 
This study used multiple linear regression models. 
Calculation of multiple linear regression analysis performed 
with the aid of a computer program SPSS for Windows 
Release 16.0. 













MO -.006 .013 -.053 -.479 .634 
IC .056 .754 .008 .075 .941 
AC -.023 .150 -.017 -.153 .879 
Ln_Size .117 .041 .334 2.871 .006 
ROE .032 .010 .391 3.316 .002 
a. Dependent Variable: Firm’s value 
 
Model equations and multiple linear regression analysis 
of the results obtained are: 
Value of the firm = -0,053MO + 0,008IC - 0,017AC  + 
0,334Size + 0,391ROE + e 
The equation shows that the company is affected by the 
good corporate governance (managerial ownership, the 
proportion of independent board, audit committee) and 
company’s characteristics (company size and profitability). 
These results can be explained as follows: 
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a. Coefficient value of managerial ownership as a proxy of 
good corporate governance for 0,053 is negative and not 
significant, meaning that if the company's managerial 
ownership increases, the value of the company will 
decline by 0,053 or 5,3%. 
b. Coefficient value of the proportion of independent board 
as a proxy of good corporate governance is positive of 
0,0881 and not significantly influenced. It is, meaning 
that if the proportion of independent board 
commissioner of the greater, then the company will also 
be increased by 0,0081 or 0.81%. 
c. Coefficient value of the audit committee as a proxy of 
good corporate governance at -0,017 is negative and 
insignificant influenced. It is meaning that if the greater 
number of audit committee, then the value of the 
company will decline by 0,071 or 7,1%. 
d. Coefficient of firm size as a proxy of firm characteristics 
is positive 0,334 and significant influenced.. It is 
meaning that if the size of the firm (total assets) 
increases, the value of the company will also increase by 
0,334 or33,4%. 
e. Value of the coefficient of profitability (ROE) as a proxy 
of firm characteristic is positive 0,391 and significant 
influenced.  It is meaning that if profitability increases, 
the value of the company will also increase by 0,391 or 
39%. 
 
3.  Simultaneous test 
F test of hypothesis testing is used to see whether the 
overall independent variables have a significant effect on 
the dependent variable. From the results obtained following 
the simultaneous testing 
 






Square F Sig. 
 Regression 8.288 5 1.658 6.327 .000a 
Residual 14.148 54 .262   
Total 22.436 59    
 a.  Predictors: (Constant), ROE, IC, MO, Size  
b.  Dependent variable: 
Firm’s Value 
   
 
The result of data processing shows that the 
independent variable and the characteristics of good   
corporate governance company, has a significance F 
calculated for 6327 with a smaller significance level of 0.05. 
Thus, the results of the analysis in this study indicate that 
the independent variable good corporate governance 
(managerial ownership, the proportion of independent board 
of commissioners and audit committee) and firm 
characteristics (size and ROE) effect on firm value in 
banking companies listed on the Indonesia Stock Exchange 
period 2008 to 2010. 
 
4.  Partially test 
T statistical test shows how much one individual 
independent variable in explaining the variation in the 
dependent variable (Ghozali, 2001). The test results of 
regression analysis known as the attachment value of t 
calculated as follows: 
 
Table 3.  













MO -.006 .013 -.053 -.479 .634 
IC .056 .754 .008 .075 .941 
AC -.023 .150 -.017 -.153 .879 
Ln_size .117 .041 .334 2.871 .006 
ROE .032 .010 .391 3.316 .002 
 
Based on t test results, it is the decision variable values 
based on testing against the company. Overall the t test 
results show that firm size and ROE is both a proxy of the 
variable characteristics of companies affects to create value 
of the firm in banking companies listed on the Indonesia 
Stock Exchange 2008-2010 period. Managerial ownership, 
the proportion of independent board of commissioners, and 
the audit committee have not affect the value of the 
company. It means good corporate governance does not 
affect to create value of the firm in banking companies 
listed on the Stock Exchange. 
 
V. DISCUSSION 
The results of testing conducted by various states as the 
final conclusions are presented in the following table: 
Table 4. Regression Analysis 
Variabel coefficient t P (sig) sign 
(X1) -.006 -.479 .634 Ni sign 
(X2) .056 .075 .941 No sign 
(X3) -.023 -.153 .879 No sign 
(X4) .117 2.871 .006 sign 
(X5) .032 3.316 .002 sign 
R Square =   0.369,   F= 6.327,  p (sig) = 0.000,  constant  = -
2.190 
Value of the firm = - 0,053(Managerial_ownership) + 0,008 
(independent_commisioner) – 0,017 (Audit_committee) + 
0,334 (Size) + 0,391 (ROE) + e 
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Essentially different from the results of testing the 
theory of variable proportions of managerial ownership on 
firm value is known that the proportion of managerial 
ownership has no effect on the company's annual report on 
corporate banking in Indonesia and has the negative 
coefficient. Thus the first hypothesis (H1), the proportion of 
managerial ownership has a positive effect on firm value, is 
rejected. This means that regardless of the proportion of 
managerial ownership, will not affect the value of the 
company's annual report.  
Based on the results of testing a variable proportion of 
independent board of commissioner to the value of the firm 
(Tobin's q), it is known that the size of the board of 
commissioners of the independent variables did not 
significantly influence the value of the firm. Therefore, the 
second hypothesis (H2), the proportion of independent 
board has a positive effect on firm value, is rejected. The 
proportion of independent board has a positive direction but 
not significant effect to the value of the company. The 
independend board of commissioners usually do ot selected 
by the stockholder general meeting and age of board more 
than 50 years old and retirement from the ministry, army or 
lecterurer. They are unable to guide of management activity.  
The results of this study showed a variable number 
of audit committees do not significantly influence the 
direction of the company with a negative coefficient. Thus, 
the third hypothesis (H3), the number of audit committee 
has a positive effect to value of the firm, is rejected. These 
results are inconsistent with research Machfoedz and 
Siallagan (2006) which examined the effect of earnings 
quality to value of the firm at a manufacturing company 
listed on the Jakarta Stock Exchange in the period 2000-
2004 states that the existence of audit committees has a 
positive impact on earnings quality and firm value is 
calculated with Tobin's Q. 
The results of testing the fourth hypothesis (H4) in this 
study which states that firm size has a positive effect on firm 
value is received. The coefficient of firm size has a positive 
and significant impact to value of the firm. The results 
according to research conducted by Soejoko and 
Soebiantoro (2007), Herawaty (2008) and Animah (2008) 
states that there is a significant positive relationship between 
firm size with the company. 
Based on the results of testing the profitability 
variable ROE against the value of the firm (Tobin's q), it is 
known that the ROE variables significantly effect the value 
of the firm. Thus, the fifth hypothesis (H5) in this study 
which states that profitability (ROE) has a positive effect on 
firm value is received. 
 
VI. CONCLUSIONS 
Based on the analysis and testing of the 
independent variables influence the analysis of good 
coporate governance (managerial ownership, the proportion 
of independent board, audit committee) and company’s 
characteristics (company size and profitability) against 
valuew of the firm in banking company listed on the 
Indonesia Stock Exchange 2008-2010 period, then the 
conclusion is obtained as follows: 
1. The results of data analysis, managerial ownership has 
insignificant effect on value of the firm. 
2. The results of data analysis, independent board of 
commissioner has insignificant effect on value of the 
firm. 
3. The results of data analysis, audit committe has 
insignificant effect value of the firm. 
4. The results of data analysis, variable of size has 
significant effect on value of the firm. 
5. The results of data analysis, return on equity has 
significant effect on value of the firm. 
 
VII. REMARKS 
In this research, the variables that  have effect to firm’s 
value are good corporate governance and firms’ 
characteristic, the next researcher can explore other 
variables to firm’s value such as disclosure of corporate 
social responsibility, because good corporate governace 
have not significantly effect firm’s value. Other variable is 
business risk. The highest business risk, the conservatism of 
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